ABSTRACT
INTRODUCTION
slamic banking started on a modest scale in the early 1970s and has shown tremendous growth over the last 30 years. What started as a small rural banking experiment in the remote villages of Egypt has now reached a level where many mega-international banks are offering Islamic banking products. The practice of Islamic banking now spreads from East to West, all the way from Indonesia and Malaysia towards Europe and the America. The size of the industry that amounted to a few hundred thousands of dollars in 1975 had reached hundreds of billions of dollars by 2004. Research in the first stage is considered descriptive and focusing on the conceptual issues underlining interest-free financing. In the second stage, several ratio analysis are used to examine the theoretical framework of the Islamic institutions and analyze their behavior Yet, the lack of detailed data on bank behavior and operations impeded any comprehensive empirical analysis of the experience of the last two decades. Very few attempts have so far been made to empirically analyze the investment performance of the Islamic banks (Bashir, Darrat and Suliman, 1993) . When Islamic banks were assessed, their financial returns were compared with those of interest-based banks. Their success was measured by their ability to mobilize and efficiently allocate resources to generate comparable returns for their depositors and shareholder. This paper is an attempt to apply recent theories of banking firms to analyze the investment performance of Islami Bank Bangladesh Limited (IBBL). Although the choice of the following bank is dictated primarily by data availability and popularity.
LITERATURE REVIEW
Bangladesh Bank has been following the CAMEL rating to rank the banks based on their financial performance. Under this rating, significant issues like capital adequacy, asset management, managerial efficiency, earnings quality and liquidity are employed. However, no specific index has been identified to contrast the Islamic bank sector performance with that of the conventional bank sector performance. According to Al-Shamrnari and Salirni (1998) profitability ratio especially return on equity (ROE) signals the earning capability of the organization. They also suggest that higher return on equity (ROE) ratio is appreciable as it is the primary indicator of bank's profitability and functional efficiency. Ahmad and Pandey (2010) analyzed the profitability ratios, efficiency ratios, asset quality ratios, capital adequacy ratios, leverage ratio, liquidity ratios to measure the comparative performance of conventional banks vis-a -vis Islamic banks in the Gulf cooperation council (GCC) region during the quarters of 2006-2009. The study found that Islamic banks are more volatile than conventional banks Many Islamic bank studies have examined the Shari'ah principles behind offering such finance (ulamas) but historically limited financial analysis was performed, often due to data availability limitations (e.g. Ariff, 1988) . Data still remains a problem and so cross sectional studies tend to dominate the literature. One such efficiency performance study by Yudistira (2003) revealed that non-Middle Eastern Islamic banks were more efficient than Middle Eastern banks which, given the development of Islamic banks in that region, was surprising. Also larger Islamic banks were more efficient than smaller ones. The evidence as to whether Islamic banks are actually more efficient than conventional banks remains quite mixed. Yudistira (2004) , for example, with a global sample of 18 Islamic banks, found Islamic banks to be more efficient than conventional banks. In contrast, Hassan (2006) in a larger study of 43 Islamic banks found them somewhat less cost efficient than conventional banks. Finally, while not examining efficiency, Cihak and Hesse (2008) found smaller Islamic banks tended to be financial stronger than larger ones. One issue in Islamic banking is the degree to which Shari'ah law is actually followed.
OBJECTIVES
The main objective of the study is to examine the investment performance of Islamic bank. Since the definition of investment is very broad, we would like to focus on the following specific objectives.
 To focus on the investment activities in Islamic Banking.  To analyze the investment trend of Islamic Bank  To enlighten on investment performance of interest free Islamic Bank and interest based conventional bank through profitability ratio, deployment ratio, liquidity ratio and risk ratio and to draw comparisons
METHODOLOGY

Data and Information
The study is aimed at investment performance of Islamic banking. And also to compare it with conventional banking. Specifically, study makes comparison of Islami Bank Bangladesh Limited (IBBL) and a conventional bank's performances year in [2005] [2006] [2007] [2008] [2009] . Data for each year have been compiled from the income statements and balance sheets of these banks.
Analytical Framework
In order to see how Islamic bank has performed in comparison with the conventional banks over 5 years, the study uses 11 financial ratios for the bank's investment performance. These ratios are broadly categorized into four groups: (a) profitability ratio (b) deployment ratio (c) liquidity ratio and (d) risk ratio. For profitability analysis, the following three widely used financial ratios are measured:  Return on Asset (ROA) = Net profit after tax / Total assets  Return on Equity (ROE) = Net profit after tax / Share holder's equity  Earnings per Share (EPS) = ( Total Distributable Profit / Average Number of Shares ) × 100
We have calculated two types of deployment ratio.  Deployment Ratio 1 = Total Investment/Total Equity + Total Deposits  Deployment Ratio 2 = Total Investment/Total Liabilities For liquidity analysis, the following four widely used financial ratios are measured:  Loan to Deposit Ratio (LDR) = Total loan/ Total deposit  Loan to Asset Ratio (LAR) = Total loan / Total asset  Equity Multiplier (EM) = Total asset / total share holder's equity  Current Ratio = Current assets / current liabilities For risk analysis, the following two widely used financial ratios are measured:  Debt-Equity Ratio (DER) = Total debt / Total share holder's equity  Bad Debt Ratio (BDR) = (Total Bad Investment / Total investment) × 100 
FINDINGS
Deployment Ratio
Further analysis of Deployment Ratio strengthens our finding. Examination of deployment ratio, of the two sets of banks shows that the ratio of Islamic bank is better than conventional bank. For the both ratio, Islamic bank deserves satisfactory condition where as the conventional bank found in fluctuating tendency. That means, the both banks deserves good capability in case of paying obligations.
Liquidity Analysis
Risk Analysis
Analysis of the results of all the risk measures, Debt Equity Ratio (DER), Bad Debt Ratio(BDR), indicates conventional bank to be more risky and less solvent than Islamic bank. We observed in LDR that deposit base of Islamic bank is increasing rapidly over time and since deposits make the largest component of total liabilities of the bank. We also observed Bad Debt Ratio (BDR) of Islamic bank on the decreasing trend. The difference in these performance measures is suggests that these two types of bank do not fall in the same risk class. This confirms that product of Islamic banking is a viable investment class providing unique risk structure for interested investors.
CONCLUSION
Our findings on the investment performance measurement of Islamic banking in Bangladesh are different and at times mixed in comparison to the results drawn from the similar studies done in different parts of the world. For example, Kader and Asarpota (2007) found in their study that UAE Islamic banks are relatively more profitable, less liquid, less risky, and more efficient as compared to the UAE conventional banks. Samed & Hassan (2000) revealed in their study that BIMB (Bank Islam Malaysia Berhad) is less profitable, relatively less risky and more solvent as compared to conventional banks of Malaysia. The difference in results is largely due to the fact that Islamic banking has longer history in these countries as compared to Bangladesh where Islamic banking system started merely few years back. Moreover, conventional banking has a longer history, deeper roots, vast experience of learning from the financial markets mechanisms, and larger share in the financial sector of Bangladesh. Considering these facts of the matter, we don't find the results of our study surprising. However, the way Islamic banking sector is improving and growing in Bangladesh, we expect Islamic banking of Bangladesh to be equally or even better in performance than conventional banking in the foreseeable future. Finally, for future studies, as the time passes, when there will be more Islamic banks to study and longer time period, a similar study would generate better insight on the issue of performance comparison and provide solid evidence one way or another. By then, we would gladly join the discussion again. 
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